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GUINEA: KEY ECONOMIC INDICATORS 
All values in USS millions 


Parentheses signify deficit 
Exchange rate: US$1.00 = 18.928 Sylis 


GNP (at current prices) 
Per capita GNP 

Labor Force* 

Money Supply 

External Public 

Debt (including 

mixed enterprises) 


Annual Debt Service 


Balance of Payments 
(current account) 


Trade Balance 20 
Exports 370 


Imports 300 350 


Main Imports from United States: Rice, Aircraft, 


Equipment (Embassy Statistics). 


*millions of persons 


1979-80 
percent 


change 
8.6 


30 
410 


380 


Transportation 





STRUCTURE OF GUINEAN ECONOMY 


Guinea's centrally controlled economy has two basic forms of 
business organization: wholly government-owned, semiautonomous 
State enterprises and mixed enterprises--foreign investment in 
joint ventures with the Government of Guinea (GOG). In addition, 
the Government has granted permission in some cases for private 
Guineans to set up joint ventures with foreign firms. The State 
enterprises generally have a monopoly in their respective fields, 
and range from manufacturing firms (e.g., cigarettes and cloth) to 
trading firms (e.g., food distribution). The Government also con- 
trols the agricultural sector, setting producer prices, import 
prices, and consumer prices. There are a number of State farms, 
and in each arrondissement there are State-organized cooperatives 
called FAPA's (Fermes Agro-Pastorales d'Arrondissement). The 
financial sector consists of four banks and one insurance company 
operating under a Minister of Banks and Insurance. 


Three bauxite or bauxite/alumina enterprises dominate the 
minerals sector: Compagnie des Bauxites de Guinee (CBG), Friguia, 
and Office des Bauxites de Kindia (OBK). Both CBG and Friguia are 
joint ventures in which the Government is a 49-percent shareholder 
and foreign consortia have the remaining 51 percent of shares. OBK 
is wholly owned by the Government but is managed by the Soviet 
Union, which purchases 90 percent of its output. 


About 85 percent of Guinea's economically active population of 
2.4 million is engaged in small-holder agriculture. The remainder 
of the work force is concentrated in industry and mining. Agri- 
culture now accounts for less than one-half of the gross domestic 
product (GDP), with trade, services, and industry showing the 
fastest growth rates. 


The Guinean economy has only minimal infrastructure. Tele- 
communications are inadequate and the road system underdeveloped. 
Outside the capital of Conakry, electrical energy is available in 
some, but not all, large towns. In the capital itself, there are 
frequent power outages, and although there are major rehabilitation 
projects underway to renovate both the power and water systems, 
these projects are another 12 to 18 months from completion. The 
single-track railroad running the 410 miles between Conakry and 
the eastern urban center of Kankan carries passengers and some 
freight traffic; the round trip takes 2 days because of the poor 
condition of rolling stock and track. Air Guinea's domestic air 
service has four aging propeller-driven, Russian-made aircraft, 





which are often out of service. Air Guinea also flies a Boeing 
707 and a 727 on a limited number of international flights. 


THE ROLE OF PRIVATE ENTERPRISE 


In 1979, the Government opened up retail and wholesale trade 
to private businesspeople for all products except for essential 
foodstuffs. This has resulted in many new shops and a sharp in- 
crease in the quantity and quality of consumer goods available in 
Guinea. The Government has also encouraged these private traders 
to export Guinean products such as tea and palm kernels. Thus 
far, the poor quality of products and the unreliable supply have 
effectively limited the success of these export efforts. The GOG 
has announced the creation of the ONP (Office for the Promotion of 
Small- and Medium-Size Enterprises). Operating within the Ministry 
of Industry, ONP is designed to monitor the number and type of 
these enterprises, establish production norms and quality controls, 
and assist in obtaining credit from national banks. In 1979, the 
GOG opened a rich diamond concession to private Guinean operators, 
and in 1980, despite continuing problems with smuggling, the central 
bank succeeded in selling 6,000 carats of both gem and industrial 
diamonds. The approximately 700 Guinean operators who have formed 
an organization, Société Nationale des Exploitations Privees des 
Diamants, were paid for their diamonds half in dollars and half in 
Sylis. Another diamond auction is planned for June 1981. 


AGRICULTURE 


The agricultural sector, which employs over four-fifths of the 
active population, contributes only one-third of Guinea's GDP and 
provides less than 5 percent of export earnings. In 1980, cereals 
production was hard hit by drought in some regions and by a series 
of caterpillar invasions in others; as a result there will be an 
80,000 ton shortfall in this year's harvest. Even in normal years, 
Guinea must import an average of 70,000 tons of grain to feed its 
urban population. This year, faced with a 150,000 ton shortfall 
in food supply, the Government has appealed to donors to provide 
increased levels of food aid. 


Guinea is unable to feed itself, despite relatively good 
soils, generally adequate rainfall, and a number of favorable cli- 
matic zones enabling the country to produce a wide range of crops. 
More than a million hectares are under cultivation, but yields are 
low. For example, yields for rice range from 0.7 ton to 1 ton 
per hectare, compared with several tons per hectare in neighboring 
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countries. Besides rice, major Guinean crops are manioc, corn, 
millet, sorghum, fonio, citrus fruits, and a wide variety of 
vegetables. In Middle and Upper Guinea, cattle-raising is an im- 
portant activity. It is estimated that there are 1.9 million head 
of cattle, 300,000 sheep, and 370,000 goats in Guinea. Agricul- 
tural exports, which once accounted for half of Guinea's foreign 
exchange earnings, have declined sharply due to low producer 
prices, deteriorating transport, and changing world markets. 


Government efforts in agriculture have focused on the FAPA's. 
The FAPA's are designed to carry out experimental and intensive 
crop and livestock production as well as provide extension ser- 
vices to small farmers. FAC's (fermes agricoles communales) are at 
the village level, consisting of mechanized and/or animal traction 
production brigades. After some early successes in increasing the 
supply of food to the government distribution system, production 
from the FAC’s has declined sharply. Low producer prices, coupled 
with favorable trading opportunities on the local parallel market 
and in neighboring countries, have led to a situation in which 
only a small amount of Guinea's agricultural production actually 
passes through the State distribution system. As a result, the 
GOG has had to import increasing amounts of rice in recent years 
to provide for urban dwellers, the army, and others dependent upon 
the official food distribution system. 


Guinean agriculture suffers overall from a lack of producer 
incentives, insufficient producer inputs, and ecologically unsound 
practices. Although the share of public investment devoted to 
agriculture has increased in recent years, almost all of these funds 
have been spent on the FAC's, the FAPA's, and other collectivized 
production schemes. At the same time, the half-million Guinean 
families that occupy most of the cultivated land and achieve yields 
twice as high as State farms have had little or no access to govern- 
ment credit or to agricultural research and extension facilities. 


A number of donor-assisted projects, including rice development 
projects financed by the International Development Association, the 
African Development Bank, and the International Fund for Agricul- 
tural Development, are hoping to address the problem of producer 
incentives by offering higher prices to the individual farmers and 
by providing the farmer with seeds, tools, and credit. Other 
projects such as USAID's $14 million Agricultural Production Capa- 
city and Training project are designed to increase the country's 
ability to train agronomists to undertake research and provide 
extension services. 





INDUSTRY 


The tiny industrial sector accounts for only 3 percent of 
GDP and employs only 7,000 workers, about 3 percent of the labor 
force. Manufacturing plants that are managed by over 30 state- 
owned enterprises operate at only a fraction of capacity due to a 
cumbersome bureaucracy, shortage of foreign exchange, lack of 
maintenance, and shortages of imported raw materials and spare 
parts. 


Several European governments and the European Economic Com- 
munity Economic Development Fund are providing financing and 
technical assistance for the renovation of several plants, includ- 
ing a plastics plant and a brewery. The largest project, $40 mil- 
lion, is the textile complex at Sanoyah. When completed, the mill 
is intended to have the capacity to make Guinea self-sufficient in 
textiles. In 1979, a French-built paint factory, SIPECO, was 
opened, and other contracts were signed for the construction of a 
shoe factory, a tire-recapping factory, and a lubricants-packaging 
plant. A $12 million cement plant designed to produce bagged 
cement from imported clinker was completed in 1980 but has not be- 
gun operations because of power shortages. 


In the next several years, these projects can be expected to 
bring increases in total production of industrial and processed 
products at the intermediate and final levels. This increasing 
industrial activity will create a demand for intermediate indus- 
trial products, process control instrumentation, and raw materials. 
In addition, it will create a demand for some infrastructure in- 
vestments (power generation and transmission, roads, etc.). As 
the intermediate industries develop, nongovernment investment in 
final products should result in joint-venture or licensing oppor- 
tunities for U.S. firms. 


MINERALS AND FUELS 


The minerals sector dominates the Guinean economy, accounting 
for 23 percent of the GDP and 95 percent of export earnings. Pro- 
duction of bauxite and alumina have leveled off, but revenues from 
Guinea's mineral export tax, which is indexed to the rate of infla- 
tion and the price of aluminum ingot, will continue to rise. 


In 1980, the Compagnie des Bauxites de Guinee (CBG) produced 
9 million tons of bauxite. CBG provides most of Guinea's foreign 
exchange earnings, and the Government's dividend earnings from CBG 
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are expected to rise sharply in the next several years as original 
construction loans are paid off. The company began work this year 
on a $15 million workers' housing project in Kamsar, which is being 
financed by Guinea's first Eurodollar loan. 


OBK (Office des Bauxites de Kindia) is a Guinean-owned, Soviet- 
built and -managed project near Kindia. In 1979, production dropped 
to 2 million tons after a series of railway accidents. In 1980, 
however, production rebounded strongly to over 2.5 million tons. 

At least 90 percent of the ore from OBK must go to the Soviet Union 
under a long-term agreement. The remainder of this relatively low 
quality bauxite (45 percent alumina content) is going to East 
European countries to clear up arrearages on bilateral clearing 
accounts. 


Friguia, a consortium of Western aluminum companies and the 
GOG, produces alumina at a plant in Fria. Last year a record 
660,000 tons of alumina was produced, and the foreign partners 
agreed to undertake studies for the doubling of Friguia's 700,000 
ton capacity. 


In 1979, the GOG created a new Ministry of Energy and Konkoure 
to pursue the priority development of the 750 megawatt (MW) Konkoure 
hydroelectric project and an associated 155,000 ton aluminum 
smelter. Electricite de France prepared the feasibility study for 
the dam, and Alusuisse did the feasibility study for the smelter. 
The GOG, World Bank, Arab funds, and a number of aluminum companies 
--including Alusuisse, Pechiney, and VAW--met in May 1980 to dis- 
cuss these feasibility studies. It was decided that further studies 
of the aluminum market for the 1980's and the cost of electricity 
to the smelter would have to be made. In addition, the World Bank 
has been asked to supervise a macroeconomic study analyzing the 
impact of the $2.5 billion project on the Guinean economy. New 
studies are also being prepared for the proposed 1 million ton 
per year alumina plant at Ayekoye. Reynolds Metals has been 
selected as the lead partner for the project, which some -feel 
could go into production by the late 1980's. 


COGEMA, a French/Japanese/Italian joint venture, continues to 
explore for uranium along the northern tier of the country (above 
11°N latitude). Although uranium has been discovered, it is not 
yet known if these deposits are commercially exploitable. GEOSUR- 
VEY, a geological research company, is conducting an aerial survey 
of Guinea and its offshore waters to identify deposits of uranium, 
copper, potassium, and other minerals. Last year, GEOSURVEY 





aircraft detected radioactive anomalies in parts of southeast 
Guinea. The GOG has asked Romania, West Germany, Switzerland, 
and Yugoslavia for technical assistance to conduct ground surveys. 


Last year was important for diamonds. At least one foreign 
company reached agreement on the terms of an eventual joint- 
venture operation, and the central bank conducted its first 
diamond auction in many years. There are four investor groups 
in the process of forming joint ventures with the GOG for diamond 
exploration and production. Two of these groups--Aredor (a 
British/Swiss consortium) and ADG (a joint venture involving 
Harry Winston, NY; Diamond Distributors, Incorporated, NY; 
and Minersa, Paris) have undertaken extensive exploratory activi- 
ties in their respective concessions. Depending on the outcome 
of these activities and their commercial viability, diamond 
exports could begin in 2 to 3 years. In September 1980, the 
GOG held its first diamond auction since the early 1970's, 
selling 6,000 carats--both gem and industrial. This production 
came from private Guinean operators, who were given permission 
in 1979 to operate within a rich diamond concession near Beyla. 


SGH (Societe Guineenne des Hydrocarbures), a joint venture 
between the GOG and Union Texas Petroleum, conducted a seismic 
survey in the northern third of Guinea's territorial waters 
in the fall of 1980. Results of this survey should be ready 
this year, when a decision on drilling test wells will be made. 
Negotiations are currently underway for exploration rights 
in Guinea for other offshore concessions. 


The Mifergui-Nimba iron ore project moved closer to realiza- 
tion in 1979, as its prospective foreign partners--the GOG, 
LAMCO, and the Government of Liberia--reached an agreement 
on transport charges for the movement of iron ore across Liberia 
on the existing LAMCO railway to the port of Buchanan. 


FINANCE 


The Guinean currency, the syli, has always been traded 
on the parallel market at a fraction of its official value, 
which is currently about 19 to the U.S. dollar. After doubling 
in value on the parallel market in 1978, the syli has stabilized 
at 80-100 to the dollar over the past 2 years. Following several 
years of tight credit controls and a decline in the money supply, 
the Government is now pursuing a policy that emphasizes the 
importance of stimulating domestic production and allows for 





moderate growth in money supply. Guinean authorities say that 
their aim of making the syli fully convertible will come about 
through a strengthened national economy resulting from an expansion 
and diversification of exports and increased productivity, 
especially in agriculture, to expand the domestic supply of 
goods. To improve the efficiency of the banking system, interest 
rates have been raised to more realistic levels, and a National 
Savings Bank has been created to mobilize private savings. 

At the same time, lending to State enterprises is being limited, 
and credit to the private sector is being increased for the 

first time in several years. 


The foreign debt continues to climb. It now amounts to 
more than $1.3 billion. A little less than 50 percent of this 
debt is for bilateral clearing accounts with Socialist countries; 
a growing portion of it is in short- and medium-term credits 
from other countries that the Government will be hard pressed 
to pay in the coming years. In 1979, Guinea rescheduled a 
part of its debt with the United Kingdom, the Federal Republic 
of Germany, and Yugoslavia, and in 1980 with the People's Republic 
of China and France. To strengthen the management of its foreign 
debt, the Government has created two new departments within 
the central bank: the Foreign Exchange Central Office, which 


is responsible for planning the expenditure of foreign exchange, 
and the External Public Debt Department, which is responsible 
for the management of medium- and long-term debts. For new 
borrowings, the GOG is looking for longer maturities (5-10 
years) and concessional interest rates. 


Despite these measures, the ratio of annual debt payments 
to yearly foreign exchange income will remain about one to 
three. Guinea has had a small trade surplus in recent years, 
but reduced capital inflows and increased debt service have 
put Guinea's current account in deficit. Until there is an 
increase in foreign investment, the balance of payments on 
current accounts will remain in deficit. In the past, Guinea 
has handled its foreign exchange shortages through arrearages 
on debt service and delays in payments for current purchases. 


NEW INVESTMENT CODE 


The GOG issued a new investment code in March 1980. It 
is a flexible document designed to allow foreign investors 
and the GOG to negotiate agreements on taxes, import duties, 
and prices. One condition of investment in priority areas 
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is partnership with the Government in a joint venture; the 
foreign partners are usually asked to provide all financing 

and technical know-how, and the Government's. contribution takes 
the form of long-term mineral exploitation or land-use rights. 
Management responsibilities are shared, with the foreign partners 
appointing the company's executive officer and the Government 
naming the assistant. Although the new code offers some gener- 
ally favorable provisions, a number of investors have found it 
to be vague. Following the visit of an American investment 
mission in May 1980, consultants from Price Waterhouse began 
working with the Government to develop a more precise investment 
code which is expected to be issued early in 1981. 


OUTLOOK: LONG-TERM 


Guinea has great potential in its possibilities for hydro- 
electric power, irrigation projects, tropical fruit exports, 
increasingly diverse mineral exports, forestry products, and 
fishing resources. Conversion of this potential to real economic 
output now seems more likely than at any time in the recent 
past. The Government's political actions over the past several 
years have helped to create a more open climate for both foreign 
investment and domestically generated growth. Better relations 
with neighboring countries and an emphasis on economic integration 
through ECOWAS and the Mano River Union have improved Guinea's 
future prospects. Greatly increased retail trade has had con- 
siderable positive psychological impact and has worked material 
changes in the lives of average Guineans. New possibilities 
for locally owned small- and medium-sized enterprises are con- 
tinuing to open up. 


As more mineral projects are developed, Guinea's foreign 
exchange situation should improve, allowing for more prompt 
repayment of debts and increased imports. If the Konkoure 
Dam/Aluminum smelter project and the Mifergui-Nimba iron ore 
project are brought onstream in the 1980's, they could provide 
the Government with the necessary foreign exchange to improve 
Guinea's debt repayment record and to finance further investments, 
particularly in areas such as agriculture and light industry. 
Aggressive development of the agricultural sector using a more 
soundly based incentives policy, combined with technical assistance 
to small producers, could provide social and economic benefits 
with regard to rural employment, nutrition, and export capacity. 





OUTLOOK: NEAR-TERM 


In September, President Toure presented an outline for 
a 5-year (1981-85) development plan. With rural development 
as its priority and an emphasis on internal financing, this 
document is more a statement of budgetary intentions than it 
is an economic plan. GOG ministries have been given 2 months 
to prepare projects for inclusion in the final plan document, 
which was expected to be released in January 1981. 


Guinea's economic growth over the next several years will 
be hard pressed to keep pace with the estimated 2.8 percent 
annual increase in population. The Government will continue 
to rely on revenues from mining operations for nearly all of 
its foreign exchange earnings, and, with bauxite mines operating 
near capacity, these revenues will grow more slowly than in 
the recent past. Agriculture will continue to stagnate unless 
stronger measures are taken to increase agricultural production 
through higher prices and greater availability of inputs such 
as fertilizer, credit, and extension services. Although the 
tiny industrial sector will benefit from increased aid flows 
and renovation of existing plants, it cannot be regarded as 
an engine for growth since it is heavily concentrated in consumer 
goods. 


Guinea will continue to run a deficit on current accounts 
until major new investments are made and its debt service burden 
is reduced. In this regard, negotiations to reschedule Guinea's 
short- and medium-term debts and a program to lengthen the 
average maturity of new loans are of critical importance. In 
the absence of a major increase in foreign investment, which 
is unlikely to take place in the next year or two, foreign 
aid flows will grow in importance. Outright grants and conces- 
Sional financing will be particularly important as Conakry 
plans for a major building program, including hotels and housing, 
associated with the 1983 Organization for African Unity Conference 
to be held in Conakry. In addition, the Government has plans 
to expand and renovate Conakry-Gbessia airport and the port 
facilities in Conakry. 


Guinea's short-term prospects are complicated by the problems 
of coordination between the various ministries and the lack 
of a strong planning mechanism. Guinea's ambitious investment 
schemes in the minerals sector are likely to be hampered by 
the country's limited financial and managerial absorptive capacities. 





IMPACT ON U.S. BUSINESS 


U.S. exporters viewing Guinea's market should consider 
the very large potential for growth in the future as well as 
the very special characteristics of this market. U.S. commercial 
representatives must take special care to develop sound relations 
with Guinean Government officials and the government import 
monopoly, IMPORTEX. For the most part, American businesspeople 
will find that the usual agent/distributor network does 
not-exist in Guinea; marketing must be done in person, and 
company representatives must be willing to spend the time neces- 
sary to make the requisite contacts. It is essential that 
business representatives visiting Guinea speak French and that 
correspondence to Guinean officials be in French. Exports 
that the United States may reasonably expect to make to Guinea 
are intermediate manufacturing goods; aircraft; construction, 
railroad, and mining equipment; agricultural equipment; and 
engineering services. The GOG is eagerly seeking foreign invest- 
ment, and OPIC' insurance is available for Guinea. 


Investments in two principal fields offer good possibilities: 
Minerals and agriculture. Mineral investments will generally 
be made by large, well-established firms with experience in 
mining on a large scale in underdeveloped countries. Agricultural 
investment is sought to develop some of the 14.8 million acres 
of arable land currently not in use. With its many rivers, 
Guinea will be well-suited for large-scale irrigation projects 
in grains, tropical fruit, edible oils, and natural fibers. 
Another sector open to foreign investment is fishing, where 
Guinea merits attention for its rich shrimp, rock lobster, 
and fish resources. The Government has established a 200- 
mile economic zone and is now equipping itself to enforce its 
fishing regulations and agreements. 
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